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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, AUGUST 7, 1998

APPL| CATI ON OF

THE POTOVAC EDI SON COVPANY, CASE NO. PUE980234
D/ B/ A ALLEGHENY PONER

For an Annual Informational Filing
ORDER GRANTI NG MOTI ON TO

ACCEPT AGREEMENT OF
STI PULATI ON AND SETTLEMENT

In a Motion filed on August 7, 1998, the Comm ssion Staff,
by counsel, requested that the Comm ssion accept the proposed
Agreenent of Stipulation and Settlenent ("the Agreenent")
attached thereto. Staff represented that it was authorized to
state that the Conpany wi shed to joinin its Mtion.

In support of its Motion, Staff represented that the
Agreenent is consistent with the recomendations detailed in a
Staff Report also filed on August 7, 1998. In its Report, Staff
noted that The Potonmac Edi son Conpany, d/b/a Allegheny Power
("Al'l egheny” or "the Conpany") proposed to reduce its Virginia
jurisdictional rates by $2.5 mllion effective for service
rendered on and after Septenber 1, 1998, and that the $2.5
mllion reduction in base rates, in conjunction with the wite-
of f of approximately $500,000 in Virginia jurisdictional

unanorti zed | osses on reacquired debt will bring Allegheny's
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return on equity within its currently authorized return on
equity range.

NOW THE COW SSI ON, havi ng consi dered the Conpany's
application, Staff's Report, and August 7, 1998 Modtion, is of
the opinion and finds that the terns of the Agreenent attached
to that Motion are in the public interest.

Accordingly, I'T 1S ORDERED THAT:

(1) Allegheny shall reduce its base rates in Virginia by
$2.5 million annually, effective for service rendered on and
after Septenmber 1, 1998.

(2) Allegheny has recovered its remaining Virginia
jurisdictional retail organizational restructuring (re-
engi neering) costs, and such costs shall no | onger be recognized
for future ratemaki ng purposes.

(3) Allegheny shall wite off a Virginia jurisdictional
| evel of unanortized | osses on reacquired debt such that after
the wite-off of this regulatory asset and the $2.5 mllion
reduction in base rates, the resulting return on equity for the
Conpany's Virginia jurisdictional operations will be 11.40% for
the twel ve nonths ending March 31, 1998.

(4) Allegheny shall file in this docket by no |later than
March 31, 1999, (i) a conplete Annual Informational Filing
("AI'F") conformng to the requirements of the Rules Governing

Uility Rate Increase Applications and Annual | nfornational



Filings adopted in Case No. PUE850022, using as its test year
the twel ve nont hs ended Decenber 31, 1998, and (ii) an earnings
test for the twelve nonths ending Decenber 31, 1998.

(5) |If the AIF to be filed on March 31, 1999, shows
Al | egheny to be earning on a fully adjusted basis at a |level for
its Virginia retail jurisdictional operations above the
Company's currently authorized return on equity range of 11.0%
to 12.0% the Conmpany's Virginia base retail revenues shall be
considered interimand subject to refund for service rendered on
and after April 1, 1999.

(6) The decrease in the Conmpany's annual revenues shall be
di stributed anong Al l egheny's rate schedul es as provided on
Exhibit 3 to the Agreenent of Stipulation and Settl enment.

(7) This docket shall remain open to receive Allegheny's

March 31, 1999 Al F and supporting docunents.



